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Introduction
In several economies, tourism is the key fi eld 
representing an engine of economic growth. 
This fi eld is employing directly or indirectly 
a big part of the economically active population. 
Above that, tourism belongs to the services, 
which bring an added value itself. A recent 
global fi nancial crisis, which negatively refl ected 
a real economy development ten years ago, 
unfortunately, infl uenced tourism, too. Even 
if the role of a central bank is very distant 
from tourism, a consequent unconventional 
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monetary policy within the sovereign debt 
crisis in the Eurozone undoubtedly infl uenced 
it as well (Heryán, 2017). Rather than macro-
economy and turbulent development in 
fi nancial markets, which can relate to tourism 
in very different ways, it is more contributive to 
deal with a microeconomic aspect of company 
internal processes of hotels and travel agencies 
(Heryán, 2018).
The representative confl ict between 
shareholders and managers has been one 
of the most frequent topics in the scientifi c 
literature since the mid-20th century. Profi ts 
being reinvested back into the business or 
paying a share of profi ts to business owners. 
This single sentence can characterize a confl ict 
where both sides of the coin, the managers and 
the owners are eager for available fi nancial 
resources. In terms of profi tability and growth 
of company market value, profi t management 
is generally a key issue for any company 
(Miller & Modigliani, 1961). Working capital 
ratios are a useful tool when assessing the 
fi nancial strength and immediate solvency of 
a company. From an operational point of view, 
the main interest of the fi nancial manager is 
current and near-future cash fl ows. In case he 
has no means for immediate repayment, then 
he is defi nitely supported by the existence of 
suffi cient working capital (Sagan, 1955).
This paper aims to estimate the relationship 
between profi tability and both, working 
capital management and reinvestments of 
companies’ owners of medium-sized hotels 
and travel agencies in the period affected by 
the fi nancial crisis. Emphasizing the confl ict 
of interests between managers and owners 
of the selected medium-sized companies in 
the tourism fi eld in the Czech Republic is the 
main contribution of this paper. Obviously, 
hotels and travel agencies have suffered 
considerable losses as a result of the global 
fi nancial crisis, within which, from a fi nancial 
perspective, the business itself became risky. 
On the other hand, more profi ts from previous 
years were distributed. As it comes to tourism, 
a methodology should be very cautious. 
Economic data of the tourism industry are often 
incomplete and have many shortcomings. Due 
to the short time series or due to missing data, 
it is absolutely impossible to make such data 
as the subject of basic causality analyzes such 
as linear regression model or cointegration 
analysis. The endogeneity of selected variables 
in the form of fi nancial analysis indicators, and 
last but not least, the characteristics of the 
model random component are other important 
problems. It is clear though that data have to be 
examined using more sophisticated methods. 
However, such econometric methods are often 
inaccessible to the ordinary user because of 
their complexity and diffi culty to understand the 
higher statistics, or applied or even theoretical 
mathematics. The contribution of this work 
is also the approximation of modeling of data 
arranged in panels to the common reader.
1. Literature Review
The tourism economy collects a wide range 
of very diverse studies pointing out the 
importance of tourism as an economic activity 
and as an economic area with high social and 
cultural consequences in the organizational 
structures of economic entities (Silva et 
al., 2017). Tourism has a major impact on 
employment and production and, as a result, 
can become an essential tool for economic 
recovery after a recession. In addition to its 
economic dimension, tourism has a great 
social impact (Rontos et al., 2017). However, 
managers of tourism companies have to control 
the fi nancial health of the companies. At least 
intuitively, fi nancial managers and their external 
fi nancial analytical counterparts recognize that 
all working capital investments do not have the 
same life expectancy, nor are they transformed 
into usable liquidity fl ows at the same speed. 
The approach to working capital management 
in monetary terms illustrates the potential 
danger of an intuitive approach to liquidity 
analysis (Richards & Laughlin, 1980).
The fi nancial analysis involves examining 
the fi nancial statements of the company to 
determine how well the company is doing and 
to acquire an idea of what the company can 
be expected to perform in the next period. 
A commonly used technique when evaluating 
fi nancial statement data is ratio analysis. 
Profi tability ratios show the company’s success 
in achieving net sales or investment returns. 
These indicators are those that investors 
usually look at because their main concern 
is the ability of the company to make a profi t. 
The rate of return on assets (ROA) measures 
the ability of management to obtain a return 
on total invested capital using the company’s 
assets. Basically, liquidity is used to measure 
a company’s ability to pay its bills on time. In 
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this sense, liquidity measures the ability of 
a company to meet short-term liquid assets 
liabilities. The Quick-test (or L2, acid-test) 
measures a company’s ability to meet its short-
term liabilities using those short-term assets 
that are considered the most liquid. The term 
‘liquid’ refers to assets that can be quickly 
converted into cash without additional losses. 
Managers should also become familiar with 
the activity ratios as they refl ect the intensity 
with which the company uses its assets to 
generate sales. Neither current liquidity nor 
Quick-test measures the movement of current 
assets. Therefore, short-term creditors should 
use additional tests when considering the 
liquidity of two signifi cant working capital items, 
receivables, and inventories. Activity ratios 
- also known as asset recovery ratios, asset 
management ratios, or just recovery ratios 
- measure the effectiveness of a company’s 
asset management. Company assets should be 
deployed in such a way as to generate profi ts 
and returns for the shareholders whose money 
was used to acquire assets. If a company is 
not successful in managing its assets, costs 
tend to overcome profi ts and the company’s 
performance becomes disrupted. On the 
other hand, when assets are well managed, 
the company requires less capital, costs are 
generally better controlled, and results are not 
only favorable but tend to improve even more 
over time. Activity ratios provide an overview of 
management effi ciency as well as asset quality 
and the reliability of the values assigned to 
them. Together, these measures form a cash 
conversion cycle (CCC), which is the time 
from the outfl ow of cash until it is recovered 
(Sherman, 2015).
From a theoretical point of view, in general, 
if managers want to maximize the profi tability of 
a company, they need to have enough liquidity 
to invest. The theoretically proposed range 
for L2 is therefore from 1.00 to 1.50, which 
means that short-term liabilities are covered in 
100–150%. Whether they are investing in fi xed 
assets (tangible or intangible), this should mean 
potentially higher incomes and the resulting 
profi t of the company. Richards and Laughlin 
(1980) argue that assessing the correlation 
between cash infl ows and outfl ows, which 
underlies a more complete approach to liquidity 
analysis, requires an additional fl ow indicator of 
current liabilities. According to them, the CCC 
expresses the net time interval between the 
actual cash outfl ows for the purchase of the 
company’s production resources and the fi nal 
cash yield from the sale of products, which sets 
the time required to convert cash payments 
back to cash from the regular operation of 
the company. However, if managers had 
suffi cient liquidity, a decline in investment 
would mean an increase in fi xed assets and 
an increase in profi tability. Such an increase 
in profi ts also increases the potential confl ict 
between management and business owners 
who want a return on their investment, which 
also reduces the liquidity of the companies. 
For example, Dalci and Ozyapici (2018) show 
that increasing the CCC length for hospitals 
with high leverage reduces their profi tability. 
Conversely, increasing the length of the cash 
transfer cycle for those with low leverage 
effects increases profi tability. The results of 
their work suggest that, as leverage affects 
the relationship between the cash conversion 
cycle and profi tability, leverage is an important 
indicator that should be taken into account by 
managers and policymakers in managing the 
working capital of hospitals. On the other hand, 
revenues being reinvested by the owners back 
into the business, especially in a period of the 
global fi nancial crisis, represent a signifi cant 
encouragement to the company to survive and 
generate higher returns in the future. Creating 
or not generating retained earnings could play 
a key role, especially in times of crisis.
Unlike previous studies, Baños-Caballero et 
al. (2014) found strong support for an inverted 
U-shaped relationship between working capital 
investment and business performance, which 
means an optimal level of working capital 
investment, which balances costs and revenues 
and maximizes business value. In their view, the 
positive and negative effects of working capital 
indicate that working capital decisions involve 
some degree of compromise. Therefore, they 
expect companies to have an optimal level 
of working capital that balances these costs 
and revenues, maximizing the rate of profi t. 
In particular, they expect the performance 
of companies to increase as working capital 
increases until the optimum level of working 
capital is reached. On the contrary, they expect 
that, in addition to this optimum, the relationship 
between working capital and performance 
will be negative. Their results indicate that 
managers should avoid negative impacts on 
business performance due to loss of sales and 
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loss of early payment discounts or additional 
fi nancial costs. Ben-Nasr (2016) also examines 
whether state and foreign ownership infl uence 
the shape of the net working capital curve. 
According to the main results, shareholders 
value less (more) the net working capital in 
government-controlled companies (under 
foreign control) with a low level of the net 
working capital compared to foreign-controlled 
companies (without foreign control). Last but 
not least, the fi ndings of Mun and Jang (2015) 
show that companies are fi nding a strong 
inverse relationship between working capital 
and U-profi tability, which also suggests that 
there is an optimal level of working capital in 
the case of restaurants.
Given that small and medium-sized hotels 
are particularly important in the economies 
of the European Union, and in the absence 
of internal funding, their survival may be 
threatened by excessive use of short-term debt 
and limited access to long-term debt (Nunes 
& Serrasqueiro, 2017). This study has shown 
that hotel SMEs adjust short-term debt to target 
debt ratio and adjust this debt according to the 
fi nancial defi cit, and older ones with a higher 
level of cash fl ow resort less to short-term debt 
as well. On the contrary, they reject that larger 
hotels SMEs with higher reinsurance rates, 
those with higher growth or higher risk levels, 
or larger non-debt tax shields, are more likely 
to resort to short-term debt. They suggested 
that the owners/managers of hotel SMEs 
should try to avoid excessive use of short-term 
debt in high-risk situations. However, high risk, 
characterized by high volatility in operating 
results combined with the need to repay debt 
and its charges over a very short period of time, 
could jeopardize the effi cient management of 
fi nancial resources and contribute to increasing 
the likelihood of bankruptcy in SMEs due to 
excessive use of short-term debt.
Lee and Dalbor (2013) measured EBIT on 
total returns and carried out the same analysis 
as sensitivity analysis, as the restaurant industry 
widely implements franchising strategies and 
total return may be a better variable in this case 
than total assets. However, very similar results 
appear when using both different approaches to 
measuring performance. For EBIT, short-term 
debt generally has a negative impact during the 
recession-free period, while this negative effect 
disappears during the recession. The fi ndings 
clearly indicate that in times of recession the 
use of short-term debt plays a more positive 
role in improving the performance of fi rms in 
terms of accounting measures. According to 
the fi ndings, long-term debt adversely affects 
the company’s value in a non-recession period, 
while it does not affect EBIT in either a non-
recession or recession period. Based on these 
fi ndings, the company may choose to fi nance 
through long-term debt in a recession-free 
period, when the company’s primary goal is to 
maintain its year-on-year profi tability. On the 
other hand, if the main goal of the company is 
to maintain its value, the company may decide 
to increase its short-term fi nancing as much as 
possible and replace long-term debt in a period 
without the crisis. In addition, if a restaurant fi rm 
focuses more on its performance value than 
on short-term operating profi tability, the use of 
short-term debt is perhaps a better alternative 
than long-term debt.
Baños-Caballero et al. (2014) then 
examine whether the optimal level of working 
capital is sensitive to alternative measures 
of fi nancial constraints. To test the effect of 
fi nancial constraints on the optimal level of 
working capital, they estimate the optimal 
working capital investment for different sub-
samples, divided based on the probability that 
companies have limited access to external 
fi nancing. According to them, there are several 
measures in previous studies that separate 
businesses suffering from fi nancial constraints 
from those that do not. However, there is still 
a question to discuss which measures are the 
best. Therefore, in their research, they divide 
companies by the following criteria in terms 
of the existence of fi nancial constraints, such 
as (i) dividends, (ii) cash fl ows, (iii) size, (iv) 
external fi nancing costs, (v) Whited-Wu index, 
(vi) interest coverage and (vii) Z-scores. Their 
results show that the optimum is lower for 
companies that are more likely to be fi nancially 
constrained. Ben-Nasr (2016) found that 
the negative (positive) relationship between 
state (foreign) ownership and the net working 
capital is stronger in companies that are less 
fi nancially constrained (from countries with 
strong government institutions), especially at 
the low level of the net working capital.
2. Data and Methodology
Annual data for medium-sized hotels and travel 
agencies from the Czech Republic are obtained 
from two international statistical databases. 
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First, Amadeus fi nancial data are obtained for the 
time period from 2006 to 2015. Second, Orbis 
fi nancial data are obtained for the period from 
2009 to 2017. Because of the comparison of 
these two periods concluding remarks are made. 
In particular, it is obtained from the number of total 
assets, current assets, inventories, shareholders’ 
funds which included the capital, current liabilities, 
all from tourism companies’ balance sheets, and 
earnings before interest and taxes from their profi t 
and loss statements.
According to Sherman (2015), the next four 
variables are examined by using these data 
above. The profi tability of tourism companies is 
explored as the return on assets according to 
Formula 1:
ROAit =
 EBITit   * 100                TAit
, (1)
where EBITit are earnings before interest 
and taxes and TAit means total assets, both 
i companies at time t.
Liquidity of selected fi rms is measured 
through the acid- or Quick-test, which is 
described by the following Formula 2:
L2it =
 CAit – INit
               CLit
, (2)
where CAit means current assets, INit stands 
for inventories, and CLit is current liabilities of 
medium-sized hotels or medium-sized travel 
agencies.
A share of the net working capital on total 
assets is calculated by Formula 3 to explore the 
risk, how the earnings are reached:
WCRit =
 CAit – CLit    * 100                    TAit
. (3)
A retained earnings ratio as a share of total 
assets is calculated to explore reinvestments 
back to tourism companies by Formula 4:
RERit =
 SFit – CPit    * 100                    TAit
, (4)
where SFit stands for shareholders funds, CPit 
is the capital and when we make this difference, 
then just retained earnings remained.
Tab. 1 shows the medians for selected 
variables of medium-sized enterprises in the 
Czech Republic. In case of return on assets 
ROAit, we see that the median is practically 
zero (even if the agencies reach higher value). 
Thus, we can say that practically more than half 
of companies face poor profi tability. The L2it 
liquidity median, on the other hand, suggests 
that more than half of tourism businesses 
have no liquidity problems. However, we see 
a fundamental difference between hotels and 
agencies in terms of the share of working capital 
WCRit and the share of reinvested earnings 
RERit. While the WCRit median is positive for 
the agencies and thus fulfi lls the assumption 
of lower risk in business, the WCRit median 
is zero for hotels. It implies that medium-
sized hotels have worse stability, which is 
also confi rmed by the negative zero value in 
 ROAit L2it WCRit RERit 
Hotels Amadeus
0.0044 0.7546 -0.0492 -0.0030
3,631 3,563 3,631 3,631
Hotels Orbis
0.0045 0.7674 -0.0393 -0.0332
3,091 3,057 3,091 3,091
Agencies Amadeus
0.0569 1.1810 0.1333 0.1044
1,454 1,435 1,454 1,454
Agencies Orbis
 
0.0593 1.1935 0.1416 0.1945
1,227 1,216 1,227 1,227
Source: own calculations in STATA 16
Tab. 1: Medians and number of observations among variables
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the case of the median for RERit. Contrary to 
that, agencies literally donate their owners with 
their redistributed profi ts. In the case of tourism 
businesses, the sad truth is that many owners 
operate a medium-sized hotel or travel agency 
only as a secondary activity, a safeguard for 
their core business.
As the main estimation method will be 
used the General Method of Moments (GMM, 
described later by Formula 5). Nonetheless, in 
terms of methodology, the question arises as 
to why the GMM. Of course, short time series 
can become the argument when it is impossible 
to use ordinary least squares (OLS), the linear 
regression method. The fi rst thing to think 
about is the question of endogeneity. If there 
is a variable on the right side of the equation, 
which may also be a dependent variable from 
the perspective of endogeneity, then we are 
talking about the problem of endogeneity where 
a single equation does not explain the situation. 
Dependent variables can be both variables, 
so the solution can be found by combining 
both of these opposite equations. In the case 
of a simple equation and the existence of 
only two variables, we can solve this problem 
by using the 2SLS method (Two-Stage Least 
Squares), and by inserting a strongly correlated 
instrument into the equation, which is not 
correlated with the dependent variable on the 
left side of the equation. Consequently, there 
are two equations, by the combination of which 
we get a single point representing the solution 
A of a given situation in Fig. 1.
The problem arises when other problematic 
variables would be added due to their 
endogeneity. 3SLS (Three-stage) represents 
a combination of two 2SLS approaches, 
however, in order to achieve a robust solution, 
the use of the Generalized Least Squares (GLS) 
method and the determination of the weights 
of the individual solutions are appropriate. 
The endogeneity problem could be solved 
using the instrumental variables among the 
regressors that are correlated with exogenous 
variables but not with the endogenous. All the 
above approaches except the GMM assume 
the absence of heteroscedasticity of the model 
residual component. However, the problem of 
heteroscedasticity is a problem to be assumed 
in terms of panel data and a short time series, 
and only the use of GMM seems to be effective, 
where the fi nal solution is achieved by allocating 
weights to the individual solutions within the 
panel when the area between points A, B, C 
is narrowed to a single point approaching the 
solution of the given equation in Fig. 1.
Therefore, the two-step GMM model with 
panel data for medium-sized hotels and travel 
agencies is described in the following way, 
Fig. 1: Why to use the GMM regression?
Source: own illustration based on materials from Timberlake STATA course with Giovanni Cerulli 
(at Cass Business School of City, University of London, 2019)
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by Formula 5 (more technically in Heryán & 
Tzeremes, 2017):
ROAit = ROAi(t–1) + L2it + WCRit + 
+ RERit + α + δ + εit   
(5)
ROAi(t–1) among regressors, symbols α and εit 
are the constant and residuals and δ captures 
a time effect common to all medium-sized 
hotels or travel agencies.
3. Discussion on Results
Technically, each result is checked in two ways. 
First, in terms of orthogonality by the Sargan-
Hansen test (Sargan, 1958; Hansen, 1982). 
This test simply confi rms the null hypothesis 
above 0.05 saying that too many variables are 
not present in the equation and the GMM model 
is not oversized (Heryán & Tzeremes, 2017). 
Fig. 2 shows that it is advisable to have values 
higher than 0.05, or 0.10, to which extent it is 
considered a gray zone. From this value on, 
however, the solution is already acceptable. 
Fig. 2 further shows that it is also unacceptable 
if the test result is close to 1.00. In terms of the 
elasticity of the orthogonality function, although 
its elasticity changes, it cannot be said that the 
result 0.90 is more optimal than the result 0.20. 
The lower values of the Sargan-Hansen test for 
Orbis data models are caused by shorter time 
series.
Second, the Arellano-Bond test (Arellano 
& Bond, 1991) serves to accept the null 
hypothesis of no cross-correlation between 
model residues for individual companies within 
the panel. The Durbin-Watson test is defi nitely 
an inadequate test for the residual component 
of panel regression models because it is unable 
to detect these cross-correlations. According 
to Heryán and Tzeremes (2017), the residual 
(1) can be the only one to be correlated, while 
the other residuals (2) and residuals (3) are no 
longer correlated. In all cases, this condition 
was fulfi lled.
The fi rst thing is seen in Tab. 2, which 
shows the estimates of GMM models with 
data in the panel for hotels (H) and travel 
agencies (A), coming from two databases, is 
that the situation could not be modeled for all 
midsized businesses. Of the total number of 
data collected, only 2,438 (70%) hotels could 
be modeled due to suffi cient internal fi nancial 
data from 2006 to 2015 from the Amadeus 
database and only 1,946 (60%) hotels from the 
Orbis database from 2009 to 2017. In the case 
of travel agencies, it was only 1,003 (70%) for 
the Amadeus database and 762 (60%) for the 
Orbis database.
Fig. 2: Sargan-Hansen test criterion for orthogonality
Source: own illustration based on materials from Timberlake STATA course with Giovanni Cerulli 
(at Cass Business School of City, University of London, 2019)
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Regarding hotels based on modeling with 
Amadeus data, it is clear that the profi tability 
from the previous year ROAi(t–1) has a positive 
impact on their profi tability in the following year. 
This means that despite the onset of the global 
fi nancial crisis, hotels managed to achieve 
some profi t. While L2it liquidity does not play 
a crucial role in terms of profi tability, we can 
see that in case of a positive impact of the net 
working capital ratio on total assets WCRit, this 
profi tability is achieved in a safer way when 
hotels are able to create an emergency safety 
cushion. Due to the inclusion of the crisis period 
in the examined time period, a fundamental 
difference from the classic situation is obviously 
contrary to classic status, when the increase 
in working capital affects profi tability in the 
negative direction. The negative impact is 
logical in terms of holding sales in receivables, 
which clearly leads to lower profi ts. However, 
profi ts need to be made in times of crisis, even 
if working capital is to be increased. From 
the point of view of reinvestments back to the 
business, it is clear that the RERit coeffi cient 
does not become positive. This may be related 
to lower hotels’ profi tability, but also to the fact 
that all profi ts are distributed to owners. Three 
years later, based on modeling with data from 
the Orbis database, hotels were no longer 
doing so well that their previous profi tability 
would mean current profi ts, nor would they 
generate profi ts due to the net working capital. 
In the second monitored period, we can already 
see the impacts of the global fi nancial crisis, 
which fully refl ected the further development 
of medium-sized hotels in the Czech Republic. 
In the case of travel agencies and time series 
from the Amadeus database, it can be seen that 
the profi tability of the previous year ROAi(t–1) 
positively affects the current profi tability again. 
The liquidity L2it does not play a role due 
to a zero, statistically signifi cant coeffi cient, 
however, the ability to generate the net working 
capital, a positive WCRit is again apparent and 
companies are providing economic activities 
in a safer way. Compared to hotels, however, 
the negative impact of the share of reinvested 
profi t, and a negative RERit is seen, which 
means that the owners of travel agencies in 
the Czech Republic distribute not only current 
but also previous profi ts. When comparing the 
modeling of medium-sized agencies with data 
from the Orbis database, we also see a decline 
in the stability of their business results, where 
past profi tability no longer affects current profi ts, 
while failing to meet the assumption of the net 
working capital creation. The only statistically 
insignifi cant coeffi cient is the RERit value, 
where we are unable to say whether the volume 
of distributed profi ts has actually decreased.
In terms of comparing two time periods that 
differ by three years as for the beginning and 
the end, even if they overlap, we cannot see the 
change in L2it. The liquidity L2it has no impact 
on ROAit as it comes to medium-sized tourist 
facilities. For hotels and agencies, last year’s 
ROAi(t–1) value has a much greater positive 
impact on profi tability growth within the earlier 










Amadeus 0.19 0.00 0.11 -0.06  0.00 
x 2 438 0.18 0.00 0.93 0.25
Hotels
Orbis 0.00 0.00 0.07 -0.01 -0.01 
x 1 946 0.10 0.02 0.43 0.55
Agencies
Amadeus 0.16 -0.01 0.28 -0.39  0.08 1 003 0.65 0.00 0.81 0.71
Agencies
Orbis -0.08 0.00 -0.06 -0.00 
x  0.09 762 0.16 0.01 0.40 0.37
Source: own calculations in STATA 16
Note: All coeffi cients are signifi cant at 1% level, except for those non-signifi cant, marked with x. S-H test means Sargan-
-Hansen test for orthogonality and A-B means Arellano-Bond test for serial correlation with 1, 2 and 3 lags. According to 
the use of two-step GMM model as well as differencing time series, the estimation period is shorter, the pre-crisis from 
2006 to 2013 within Amadeus and the post-crisis from 2009 to 2015 within Orbis database.
Tab. 2: Estimation results of GMM models with panel data (ROA as dependent variable)
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period than within the post-crisis one. The 
increase in WCRit has also a positive impact on 
profi tability only in years including the pre-crisis 
period. In the case of travel agencies, it can be 
stated that over time they not only reduce profi ts 
but also achieve them under riskier conditions. 
Hotels, however, are doing no better, as it was 
already apparent from the point of view of their 
median values that the crisis hit them to a much 
greater extent. That is why hotel owners were 
not able to distribute as much profi t as agencies, 
which results from RERit coeffi cients in years 
including the pre-crisis period. Declining 
numbers of medium-sized businesses, both 
hotels and travel agencies, are also alarming. 
This is likely to mean an increasing number of 
bankrupted companies.
Conclusions
The aim of this paper was to estimate the 
relationship between profi tability and both, 
working capital management and reinvestments 
of companies’ owners of medium-sized hotels 
and travel agencies in the period affected by 
the fi nancial crisis. The times of the global 
fi nancial crisis, including their effects, can 
hardly be measured. However, thanks to 
the comparison of two time periods, one of 
which included the pre-crisis period, while the 
other one post-crisis one, two aspects were 
identifi ed. First, the positive impact of the net 
working capital management on profi tability 
caused by the effects of the fi nancial crisis is 
unsustainable and is disappearing for hotels 
and travel agencies. In particular, travel 
agencies, which by their nature are capable of 
generating a greater number of receivables and 
payables than in the case of hotels, were no 
longer profi table in the second reporting period, 
assuming the net working capital formation. 
However, the question is whether its optimum 
level has already been reached and whether it 
was no longer necessary to create it or whether 
it was no longer possible to create it. Secondly, 
the owners of medium-sized hotels and travel 
agencies did not help these companies during 
the global fi nancial crisis; on the contrary, they 
shared the profi ts even of previous years. This 
phenomenon may be mainly caused by the fact 
that the owners of similar, medium-sized tourism 
companies, are mainly persons engaged in 
other core business activities. This may also 
result in a decreasing number of market players 
during the reported period.
However, the key fi nding remains that the 
managers of medium-sized tourism companies 
were able to hold a larger amount of cash tied 
through the working capital. At present, the 
managers will be subject to greater pressure to 
generate profi ts while reducing working capital. 
In practice, this means a more aggressive 
payment policy, i.e. reducing the maturity term 
of receivables and extending the maturity of 
liabilities. This paper points out the importance of 
working capital management, where it is clear that 
this issue needs to be dealt with much deeper. 
Therefore, in future research, attention will be paid 
to this direction. However, other market impacts 
such as the development of the exchange rate 
or, for example, the number of nights spent in 
accommodation facilities in selected destinations 
will be taken into account as well.
Acknowledgment
This paper was fi nancially supported by 
SGS/7/2018 ‘Analysis of the infl uence of 
selected aspects on the fi nancial structure 
among enterprises in the conditions of Central 
and Eastern European countries’.
References
Arellano, M., & Bond, S. R. (1991). 
Some Tests of Specifi cation for Panel Data: 
Monte Carlo Evidence and an Application 
to Employment Equations. Review of 
Economic Studies, 58(2), 277–297. https://doi.
org/10.2307/2297968
Baños-Caballero, S., García-Teruel, P. J., 
& Martínez-Solano, P. (2014). Working capital 
management, corporate performance, and 
fi nancial constraints. Journal of Business 
Research, 67(3), 332–338. https://dx.doi.
org/10.1016/j.jbusres.2013.01.016
Ben-Nasr, H. (2016). State and foreign 
ownership and the value of working capital 
management. Journal of Corporate Finance, 
41, 217–240. https://dx.doi.org/10.1016/j.
jcorpfi n.2016.09.002
Dalci, I., & Ozyapici, H. (2018). Working 
capital management policy in health care: 
The effect of leverage. Health Policy, 122(11), 
1266–1272. https://dx.doi.org/10.1016/j.
healthpol.2018.09.012
Hansen, L. P. (1982). Large sample 
properties of generalized method of moments 
estimators. Econometrica, 50(4), 1029–1054.
Heryán, T., (2017). Were the Czech 
Hotels Able to Confront Current Appreciation 
EM_1_2020.indd   58 14.4.2020   10:12:24
591, XXIII, 2020
Business Administration and Management
of the Czech Currency Before the End of 
the Exchange Rate Commitment? Acta 
Universitatis Agriculturae et Silviculturae 
Mendelianae Brunensis, 65(6), 1925–1933. 
https://doi.org/10.11118/actaun201765061925
Heryán, T. (2018). Microeconomics of 
tourism among selected CEE countries: 
What infl uences profi tability in a case of 
those profi table fi rms? (Working Papers, 62). 
Karviná: Silesian University, School of Business 
Administration.
Heryán, T., & Tzeremes, P. G. (2017). The 
bank lending channel of monetary policy in 
EU countries during the global fi nancial crisis. 
Economic Modelling, 67, 10–22. https://dx.doi.
org/10.1016/j.econmod.2016.07.017
Lee, S., & Dalbor, M. C. (2013). Short-
Term Debt and Firm Performance in the US 
Restaurant Industry: The Moderating Role of 
Economic Conditions. Tourism Economics, 
19(3), 565–581. https://dx.doi.org/10.5367/
te.2013.0219
Miller, M. H., & Modigliani F. (1961). 
Dividend Policy, Growth, and the Valuation 
of Shares. The Journal of Business, 34(4), 
411–433. https://dx.doi.org/10.1086/294442
Mun, S. G., & Jang, S. S. (2015). Working 
capital, cash holding, and profi tability of 
restaurant fi rms. International Journal 
of Hospitality Management, 48, 1–11. 
https://dx.doi.org/10.1016/j.ijhm.2015.04.003
Nunes, P. M., & Serrasqueiro, Z. (2017). 
Short-term debt and long-term debt determinants 
in small and medium-sized hospitality 
fi rms. Tourism Economics, 23(3), 543–560. 
https://dx.doi.org/10.5367/te.2015.0529
Richards, V. D., & Laughlin, E. J. (1980). 
A Cash Conversion Cycle Approach to Liquidity 
Analysis. Financial Management, 9(1), 32–38.
Rontos, K., Salvati, L., Syrmali, M. E., 
Vavouras, I., & Karagkouni, E. (2017). The 
geography of tourism in Europe: exploring 
countries and regions of higher or lower 
development of tourism in the period of crisis. 
In Rontos, K., Filipe J. A., & Tsartas P. (5th 
Ed.), Modeling and New Trends in Tourism: 
A Contribution to Social and Economic 
Development (pp. 21–42). Hauppauge, NY: 
Nova Science Publishers.
Sagan, J. (1955). Toward a Theory of Working 
Capital Management. The Journal of Finance, 
10(2), 121–129. https://dx.doi.org/10.2307/2976040
Sargan, J. D. (1958). The Estimation of 
Economic Relationships Using Instrumental 
Variables. Econometrica, 26, 393–415.
Sherman, E. H. (Eds.). (2015). A Manager’s 
Guide to Financial Analysis: Powerful Tools for 
Analyzing the Numbers and Making the Best 
Decisions for Your Business. New York, NY: 
American Management Association.
Silva, M. A., Ferreira, M. A. M., Filipe, J. A., 
& Coelho, M. (2017). The Portuguese tourism 
market: A model. In Rontos, K., Filipe J. A., & 
Tsartas P. (5th Ed.), Modeling and New Trends in 
Tourism: A Contribution to Social and Economic 
Development (pp. 12– 20). Hauppauge, NY: 
Nova Science Publishers.
EM_1_2020.indd   59 14.4.2020   10:12:24
